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ew Plan Promises Higher Farm Support 


ARLY in 1920,. after World 
War I, the bottom fell out of 
farm prices. Bankers and farmers 
‘alike remember that experience and 
has made them cautious the last 
w years. 
© As a matter of fact, farmers had 
‘been through a postwar deflation 
‘three times before 1920, each time 
"after a major war. These experiences 
‘taught that a postwar deflation hits 
"farmers first and it usually hurts them 
_ most. 
_ During the early stages of the re- 
"cent war, Congress recognized what 
might happen again to agriculture at 
| the end of the war. In order, there- 
fore, to insure adequate food produc- 
"tion and at the same time give agri- 
‘culture temporary protection from 
‘postwar deflation, Congress passed 
legislation giving major farm com- 
modities price protection at 90% of 
| parity for two years after the war's 
"end. 
By now, however, it is increasingly 
ident that the nation’s price sup- 
port policy for agriculture has gone 
ir beyond postwar price insurance 
‘of a temporary character. 
Agriculture is rapidly becoming 
ustomed to government assistance 
‘in one form or another. Farmers, like 
other groups, appreciate this assist- 
ance, and once they have had a taste 
"of it apparently they do not want to 
"give it up. 
| One example will illustrate this 
‘trend of thinking. When wheat prices 
‘were first supported by government 
loans back in 1938, the rate was only 
54% of parity (59 cents per bushel). 
Since then, the rate gradually has 
been increased to the current 90% of 
parity level. There are powerful 
Broups in our Midwest area today 
‘who say wheat should have full 
| 100% of parity support and that any- 
thing less is not giving the farmer his 
ir share. 
__ In fact, a major issue in new farm 
legislation hinges on whether price 
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support shall be in terms of a rigid 
high 90% of parity, or even higher, 
or whether supports shall be flexible 
at 60% to 90% of parity depending 
on supplies of individual farm prod- 
ucts. 


MANY ADVANTAGES TO HIGH 
LEVEL FARM SUPPORTS 


The advocates of a relatively high 
level of price and income supports to 
agriculture cite certain advantages, 
namely: 


1. Stabilized farm prices and in- 
comes tend to stabilize the rest 
of the economy. In the past, 
according to this reasoning, 
agriculture has often been the 
culprit in leading the country 
into depressions. Therefore, it 
is in the public interest to main- 
tain a prosperous agriculture. 


. Support of farm prices insures 
abundant production at all 
times with fair prices to con- 
sumers from year to year. Fur- 
thermore, support measures 
along with a feed-grain storage 
program promote stabilized 
livestock production operations. 


3. The farmer is entitled to a fair 
share of the national income. 
Because of the peculiar charac- 
teristics of agriculture and the 
extremely competitive forces in 
agriculture, the farmer can get 
this fair share only with gov- 
ernment assistance. 

. The farmer is up against rigid 
and administered costs at every 
turn. Examples of this are in 
fuel oils, machinery, labor, 


transportation, and equipment 
costs of all kinds. 


OTHERS SEE DISADVANTAGES IN 
HIGH LEVEL FARM SUPPORTS 

On the other hand, some of the 
farm groups, some economists, and 
others, see certain disadvantages or 
pitfalls in price supports at relatively 
high and rigid levels. These groups 
advance their arguments about as 
follows: 

1) The costs of a high-level sup- 
port program may extend into 
many billions of dollars. To 
meet this cost, wealth must be 
taken from the pocket of one 
group and transferred to the 
pockets of another. 

Even today in spite of un- 

precedented prosperity and al- 
most full employment, prices of 
wheat, corn, flax, butterfat, 
potatoes, certain fruits, and 
some other farm products, are 
supported by government non- 
recourse loans, purchase agree- 
ments, and purchases for export 
or domestic disposal. 
Support prices at levels above 
the free market price are feared 
as only the forerunner to a seri- 
ously regulated and controlled 
agricultural economy. If farm 
production is to be controlled 
artificially, it raises questions 
whether resources may be used 
to the best advantage. For ex- 
ample, price supports for pota- 
toes resulted in overproduction 
in recent years. Favorable price 
support levels for wheat and 
flax has brought out a 1949 
acreage much in excess of rec- 
ommended goals. 








There tends to be more or 
less waste of land, labor, and 
capital resources when unneed- 
ed production takes place in 
response to artificially high sup- 
port prices. 

3) If price supports are granted, 
what is to stop price-ceiling leg- 
islation? After all, agriculture 
is a minority group—less than 
19% of the total population. 
There are only 5'4 million 
farm operators against 16 mil- 
lion labor union members. Gov- 
ernment by pressure groups 
may not always be in the farm- 
er's interest. 

4) The efficient farmer may find 
that controls are to his disad- 
vantage. After all, approxi- 
mately one-third of all farmers 
produce 85% of marketed 
food. The other two-thirds pro- 
duce the remainder of 15%, 
but this group has the most 
votes. The larger and more 
efficient farmer may eventual- 
ly find himself hemmed in by 
regulations which tell him what 
to produce, how much, and 
how to produce it. 

5) High level price supports may 
materially reduce the export 
market on crops such as wheat, 
cotton, and tobacco. If exports 
of these “surplus crops” are 
subsidized, other nations may 
accuse the U. S. of “dumping.” 
They undoubtedly would find 
means of retaliation. In any 
event the U. S. would soon find 
it necessary to prevent such ex- 
ports from finding their way 
back into the domestic market. 
This would not promote inter- 
national economic cooperation. 
Rather it would promote eco- 
nomic nationalism. 


BRANNAN PROPOSAL PROMISES 
HIGH SUPPORTS TO FARMERS, 
BUT LOWER FOOD PRICES 


In the light of these arguments for 
and against high farm support prices, 
it is interesting to note the principal 
features of agriculture’s newest farm 
plan which was presented to Con- 
gress in early April by Secretary 
Brannan. 

In the Secretary's words the pur- 
pose of this plan is to protect farmers 
by giving them a fair, stable income 
and at the same time give consumers 
“a real break” on food prices. 
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Under the new proposal, prices of 
perishable or non-storable commodi- 
ties such as livestock and livestock 
products, poultry and eggs, milk and 
butterfat, and fruits and vegetables, 
would be allowed to seek their natural 
market level. The difference between 
the average market price and the sup- 
port price would be paid by govern- 
ment check direct to the producer. 

Under this plan, the government 
would make no effort to store, loan, 
destroy, or purchase supplies of these 
commodities. The market would sim- 
ply go low enough to clear. 


On the other hand, producers of 
storable commodities such as wheat, 
corn, and flax would have their prices 
supported as at present by loans, pur- 
chase agreements, and purchases for 
export. 

Presumably, however, there would 
be measures to restrict output. 


OLD PARITY PRICE FORMULA 
WOULD BE SCRAPPED 


The new plan proposes to do away 
with the old parity price formula 
based for most commodities on 1910- 
14 price relationships. 


In its place a new formula is sub- 
stituted which sets up an “income 
support standard” as the goal. 


The goal is to insure for agricul- 
ture the same purchasing power it 
enjoyed during the 10-year period, 
1939-48, which is probably the most 
favorable period to agriculture on 
record. In other words, the objective 
would be to give farmers as a group 
the same purchasing power in 1950 
that they enjoyed in the base period, 
1939-48. The farm purchasing power 
is estimated at $18.2 billion for the 
average of the 1939-48 period. How- 
ever, on March 15, 1949, the prices 
paid by farmers were 1.44 times the 
1939-48 period. Therefore, the in- 
come standard should be 1.44x18.2 
billion or $26.2 billion. After this 
minimum income goal is set for the 
year ahead, it is translated back into 
prices of individual farm commodi- 
ties. 

This works out about like this: The 
income goal for 1950 ($26.2 billion) 
divided by the estimated average 
cash farm receipts for the preceding 
10-year period, 1940-1949 ($20.9 
billion). This results in a so-called 
adjustment factor (1.25) which in 
turn is multiplied by the average 
price received for a farm commodity 








for the immediate preceding 10-year 
period, 1940-1949. 


NEW FORMULA WOULD RAISE 
SUPPORT ON MOST LIVESTOCK 
AND LIVESTOCK PRODUCTS 


The technique used in arriving at 
the income support standard and the 
method of translating this into the 
support price of a particular commod- 
ity is illustrated here for 1950 with 
wheat as an example. ! 


1) Estimated average farm pur- 
chasing power, 1939-48—in 
millions of dollars................ $18,218 
Prices paid by farmers, in- 
cluding interest and taxes, 
March 15, 1949 
(1939-48100) 
Income support standard for 
1950—in millions of dollars 
(2) Baie 26,234 
Estimated average cash farm 
receipts from marketings 
1940-49— in millions of 
CUE at. 
5) Ratio of Income support 
standard to 1940-49 average 
cash receipts (3) + (4)...... 
Average prices received by 
farmers for wheat 1940-49... 
7) Price support standard for 
wheat in 1950 (5) X (6)... 1.88 


1 Data from statement by Secretary of 
Agriculture Charles F. Brannan gt a joint 
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Thursday, April 7, 1949. 

This suggested support price for 
wheat of $1.88 under the Brannan 
plan compares with $1.95 under the 
old parity price formula. Most farm 
products, however, under the pro- 
posed formula would have higher 
support levels than they have under 
the old parity price formula (see 
table). In fact, most livestock and 
livestock products would have consid- 
erably higher support levels. It is one 
of the professed aims of this new 
proposal to encourage a livestock 
economy by planning favorable live- 
stock-feeding ratios. 


Price Support Under 3 Plans 
at March 15, 1949, Prices 
Present Aiken Law Brannan 


Commodity Law Maximum Plan 
WE is aed $1.95 $1.85 $ 1.88 
RS eet 1.42 1.35 1.46 
Flaxseed ............ 3.74 3.74 4.30 
Soybeans .......... 2.12 2.21 2.54 
DOD. scncpieptce 16.10 16.60 19.00 
Beef Cattle........ 12.00 14.80 16.90 
Butterfat .......... 58 58 67 
THMIO,  seeaneeakeuaes 47 A5 46 





Another important feature of the 
proposal is that to be eligible for sup- 
port the individual farmer must agree 
to carry out certain designated con- 

Continued on Page 689, Column 1 
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|N THE general business picture, 
April has been looked upon as a 
key month. It is usually the turning 
point from winter sluggishness to 
summer briskness. As a result of the 
transition from a sellers’ to a buyers’ 
market bringing about fundamental 
adjustments in inventory and pricing 
policies, many individuals have 
doubted that the usual upward trend 
in business activity will occur this 
year. 

The information available at the 
present time indicates that a turning 
point following the winter slump has 
been reached in that the contraction 
in business activity has been arrested. 
It is doubtful, however, that the 
pick-up has been sufficient to employ 
the labor force as fully as has been 
the case in former summer months. 


DEPARTMENT STORE 
SALES EXPANDED 


Retail sales generally expand for 
the Easter season. Last year Easter 
was on March 28 and all of the buy- 
ing for this event took place in that 
month. Since Easter was on April 17 
this year, practically all of the Easter 
buying was postponed until April. 

March department store sales in 
this district fell nine per cent below 
the dollar volume of a year ago. The 
decrease is exaggerated somewhat 
due to the later Easter date this year. 
For the first quarter, sales averaged 
seven per cent lower as compared 
with the preceding year—which is a 
better comparison. 

Preliminary figures for the first 
two weeks of April indicate that dol- 
lar sales have again risen above last 
year’s total. Stores are featuring spe- 
cial sales to increase their volume, 
which affects the weekly percentage 
change from a year ago for this dis- 
trict. Consequently, a four-weeks’ 
figure portrays more accurately the 
actual level of sales. For the four 
weeks ending April 16, sales in the 
four large cities of this district were 
four per cent below those of last year. 

The index of department store sales 
adjusted for seasonal variation, such 
as Easter buying, is the best measure 
of the trend. According to the index, 
the trend in March turned up again. 
A low point was reached in Febru- 


Contraction in Business Arrested 


ary when the index stood at 262 per 
cent of the 1935 to 1939 average. 
For March it rose to 267 per cent. 
Sales during the first part of April 
exceeded last year’s volume, but it 
is still difficult to estimate the vol- 
ume of sales for the month. Last 
October, before the slump in sales be- 
gan, the index stood at 311 per cent 
of the pre-war average. 


Retail prices have declined for 
several months. According to the 
Fairchild Publications Retail Price 
Index, prices on April 1 had receded 
approximately to the level of Febru- 
ary 1, 1948. Thus, a rise in sales at 
the present time reflects a larger 
physical volume of merchandise sold. 


GREATEST SLUMP IN 
HOUSEFURNISHINGS 


Among the various types of mer- 
chandise sold by department stores, 
the sales of major household appli- 
ances have lagged most of all. For a 
sample of stores in this district, Feb- 
ruary sales were 37 per cent less than 
in the corresponding month of 1948. 
The sales of other items under house- 
furnishings also are down significant- 
ly. The construction of homes has 
fallen off, which in turn has a bear- 
ing on the demand for such items. 
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DEPARTMENT STORE SALES, 


FIRST QUARTER department store sales in the district have averaged 


four per cent below the 1948 level, which was exceptionally high. 


» April department store sales 
turned up noticeably. 


> Urban unemployment has 
shown signs of slackening. 


> Public building is supporting 
construction activity. 


Moreover, the replacement demand 
created by the shortages during the 
war has been mostly satisfied. 


NON-AGRICULTURAL 
EMPLOYMENT INCREASED 

On the basis of the data now on 
hand, it appears that the seasonal 
turning point in employment in non- 
agricultural industries probably was 
reached in this region during March. 


In Montana, non-agricultural em- 
ployment in March was one per cent 
higher than in February. The Unem- 
ployment Compensation Commission 
reports that “despite the fact that the 
spring upswing in employment is just 
getting underway, there are now as 
many persons holding wage and sal- 
ary jobs in the state as there were 
in early summer a year ago when 
employment was approaching its sea- 
sonal high.” 
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Since the labor force in Montana 
is growing rapidly, total employment 
must climb substantially above last 
year’s figure to absorb all of those 
seeking jobs. Insured unemployment 
during the first week in April 
dropped by more than 900 individ- 
uals, but there were still nearly 9,000 
workers unemployed. This was about 
30 per cent more than in the corre- 
sponding week in 1948. It is doubt- 
ful that unemployment will be re- 
duced to as low a figure as in former 
summers. 

In Minneapolis, employment con- 
tinued to decline in March, but at a 
slower rate than in former months, 
according to the report released by 
the local -office of the Minnesota 
Division of Employment and Secur- 
ity. In March, there were 427 fewer 
workers employed than in February. 

An optimistic note in recent weeks 
is the decline in the number of per- 
sons seeking work. The number of 
jobless workers in the city reached a 
peak of 22,000 by mid-March, and 
by the first of April it was down to 
20,000. At this time, however, un- 
employment is still two and one-half 
times as great as a year ago. The 
decline in unemployment was traced 
to the rehiring of workers laid off by 
manufacturing firms during the win- 
ter and the resumption of construc- 
tion work. 

St. Paul employment also con- 
tinued to decline during March, ac- 
cording to the report released by the 
St. Paul office. In mid-March there 
were nearly 1,700 fewer workers em- 
ployed as compared with the former 
month. 

Extensive layoffs in a few of the 
larger firms have delayed the recov- 
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DISTRICT department store sales, as evidenced by the first quarter 
figures, are returning to the pre-war seasonal pattern. 


ery in the over-all employment pic- 
ture. Many firms have started to 
rehire some of their laid-off workers, 
but the effect of the few larger firms 
has overshadowed the picture. 


The trend of employment seen for 
the Twin Cities is repeated in the 
state as a whole. Unemployment in 
Minnesota declined 10 per cent from 
the middle of March to the middle 
of April. The drop in the number of 
unemployed is attributed largely to 
an increase in spring activities. In 
spite of this decline, the number of 
persons seeking work is 18,000 more 
than a year ago. 

The unemployment in the coming 
months may decline slower than 


Northwest Business Indexes 
(Adjusted for Seasonal Variations—1935-39—100) 


Bank Debits—93 Cities 

Bank Debits—Farming Centers 

Ninth District Dept. Store Sales 

City Department Store Sales 

Country Department Store Sales 

Ninth District Department Store Stocks 
City Department Store Stocks 

Country Department Store Stocks..... 
Country Lumber Sales 


Miscellaneous Carloadings 


Total Carloadings (excl. Misc.)................-.-- 
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Index of Department Store Sales 
by Cities 
(Unadjusted 1935-39=100) 
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Minneapolis 

St. Paul 
Duluth-Superior .. 
Aberdeen 
Bismarck 


1 Based on daily average sales. 
2 Based on total dollar volume of sales. 


usual, for some companies have 
adopted a shorter work week. As 
production is expanded, the present 
employed workers, in most instances, 
will again work the usual hours be- 
fore additional workers are hired. 


INVENTORIES CONTRACTED 
With the reappearance of a buyers’ 
market for most types of merchan- 
dise, inventories have been reduced. 
Stocks in department stores have 


been cut. The index adjusted for sea- 
Continued on Page 687, Column 1 
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Instalment Lending Grows in District Banks 


ONSUMER instalment financing 
by commercial banks has come 
of age. Little more than 25 years ago 
this type of lending was frowned 
upon by commercial bankers and 
banking authorities. It was consid- 
ered an unsound investment for bank 
funds and a threat to the thrift habits 
of consumers. Today consumer in- 
stalment financing is recognized as 
an integral part of our credit struc- 
ture—as an essential cog in the ma- 
chinery of mass production and dis- 
tribution of durable consumer goods. 
Currently, a majority of commer- 
cial banks throughout the country 
engage in some form of consumer 
instalment lending. At year-end 
1948, consumer instalment loans of 
commercial banks totaled over $3) 
billion—the largest volume on rec- 
ord. 

In the Ninth district, at the close 
of last year, all but three per cent 
of this area’s member banks were 
carrying consumer instalment loans. 
Amounting to $123.8 million, these 
loans represented almost one-seventh 
of total loan portfolios. Moreover, 
in the three and one-half years since 
the end of World War II, Ninth dis- 
trict member bank consumer instal- 
ment loans experienced a five-fold 
increase. 


INSTALMENT LENDING, 
DOWN DURING THE WAR, 
ROSE SHARPLY IN POSTWAR 

The war and postwar experience 
of Ninth district member banks in 
consumer instalment lending paral- 
leled that of the nation as a whole. 
During the war years, consumer lend- 
ing activity was sharply curtailed. In 
our district member banks, consumer 
instalment loans dropped from $37.4 
million in December 1942 (earliest 
district data available) to a low point 
of $22.8 million in December 1943, 
rising to $25.3 million by the end of 
1945. 

The diminished availability of dur- 
able consumers goods and the war- 
time increase in incomes which en- 
abled consumers to buy for cash in- 
stead of credit were major factors 
in the decline of consumer lending. 
Moreover, instalment credit controls 
ordered in 1941 under Regulation W, 


setting maximum maturities and 
minimum down payments, exercised 
a restraining influence in this credit 
area. 
One of the few “selective” instru- 
ments of national credit policy, Regu- 
lation W was aimed directly at hold- 
ing down the volume of consumer 
debt, thereby restraining demand for 
scarce consumers durable goods. 
The postwar readjustment and ex- 
pansion of the economy resulted in 
the gradual return of automobiles, 
household appliances, and other dur- 
able consumers goods to the market 
at considerably increased prices. This 
provided the basis for the rapid ex- 
pansion in consumer instalment 
credit. Moreover, with the end of 
the war, consumers were increasing- 
ly disposed to make use of credit and 
lenders actively promoted instalment 
borrowing. 


Rising at an average semi-annual 
rate of about 35 per cent, consumer 
instalment loans in Ninth district 
member banks increased $90.3 mil- 


> Consumer instalment loans of 
district banks totaled $123.8 
million at year-end 1948 — a 
five-fold increase since the end 
of World War Ii. 


>» Member bank consumer instal- 
ment loans, which increased at 
a slower rate in the last half of 
1948, declined in January and 
February of 1949. 


» City banks have accounted for 
about 60 per cent of the dis- 
trict’s member bank consumer 
instalment lending in the post- 
war period. 


lion from December 1945 to mid- 
year 1948, reaching a total of $115.6 
million. 

The postwar upward surge of in- 
stalment lending, however, was 
dampened by two major influences. 
First, many durable consumer goods 
continued, until very recently, to be 
in short supply. Secondly, Regula- 


CONSUMER INSTALMENT LOANS OF ALL NINTH DISTRICT 
MEMBER BANKS, 1942-1948 
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THE POSTWAR YEARS have witnessed a rapid expansion of consumer 
instalment lending by member banks, as durable consumer goods have 
returned to the markets and lenders have promoted instalment credit. 


Source: Call report data. 













tion W, which remained in effect to 
November 1947 and was reimposed 
in September 1948, had some slow- 
ing effect on the rate of instalment 
credit expansion. 


RATE OF CONSUMER CREDIT 
GROWTH DECLINED IN 
LAST HALF OF 1948 


In the last half of 1948, the rate 
of growth of consumer i ent 
loans in commercial banks slackened 
considerably. In the Ninth district 
member banks instalment loans, 
registering a 7 per cent increase trom 
June 1948 to December 1948, in- 
creased only $8.2 million, compared 
with an average semi-annual increase 
of $18.1 million in the preceding 
two and one-half years. 


Moreover, in January and Febru- 
ary of 1949 the almost uninterrupted 
rise of consumer instalment loans was 
halted. Estimates made by the Board 
of Governors of consumer instalment 
loans in Ninth district commercial 
banks indicated a decline of about 
3 to 4 per cent in the first two months 
of this year. Presumably this current 
decline largely reflects an abatement 
of buying pressure for durable con- 
sumers goods and a reappearance of 
seasonal fluctuations in demand for 
instalment credit. 

In recognition of the changing 
conditions in the instalment credit 
field, as well as in the economy gen- 
erally, the Board of Governors since 
the first of the year has twice 
amended the terms of Regulation W. 
Effective March 7 and April 27, ma- 
turity and down payment require- 
ments were considerably relaxed. 


CONTROLS AIM TO SMOOTH 
WIDE FLUCTUATIONS IN 
CREDIT OUTSTANDING 

When originally enacted in 1941, 
consumer credit controls had the war- 
time purpose of aiding the direction 
of resources into vital war industries, 
as well as heading off inflationary 
pressures. 

In the post-war period, character- 
ized by ready purchasing power and 
tight supplies of goods, labor, and 
material, consumer instalment credit 
controls have been a part of the over- 
all anti-inflationary program. 

Generally speaking, the need for 
controls in this credit area arises from 
the fact that historically consumer in- 
stalment credit has fluctuated in wide 
swings—rising sharply in boom times, 
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falling rapidly when employment, 
production, and income contract. 
While consumer instalment credit is 
not the sole or perhaps even a major 
cause of business fluctuations, it has 
been an accentuating factor. Thus 
controls are designed to restrain “ex- 
cessive” expansion and subsequent 
“depressive” contraction in this 
credit area. 


CITY AND COUNTRY BANK 
LENDING PATTERNS DIVERGE 

A major share of consumer instal- 
ment financing in Ninth district 
member banks is concentrated in the 
20 weekly reporting banks, which in- 
clude the nine reserve city banks plus 
11 additional selected larger city 
banks. During the post-war period, 
these city banks have accounted for 
about 60 per cent of the district lend- 
ing. It is true, however, that be- 
cause of the ready accessibility of 
collateral to farm borrowers, many 
country bank loans which are for 
consumer purposes are classified as 
“loans to farmers.” 

In December 1948, of total con- 
sumer instalment loans amounting to 
$123.8 million, the 20 city banks 
held $75.3 million, while all other 
member banks (456 in number) held 
$48.5 million. 

Furthermore, the pattern of con- 
sumer instalment financing differs 
considerably between the 20 city 


CONSUMER INSTALMENT LOANS 
OF ALL NINTH DISTRICT 
MEMBER BANKS, DEC. 31, 1948 
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INSTALMENT CASH [BB 16.7 3 


REPAIR & MODERNIZING [40.2 Bi 


OTHER RETAIL 





RETAIL AUTOMOBILE 


9TH DISTRICT 20 CITY ALL OTHER ° 
BANKS BANKS BANKS 
Source: Call report data. 





banks and the country banks. At 
yearend 1948, 44 per cent of city 
bank instalment loans represented re- 
pair and modernization loans, where- 
as in country banks such loans repre- 
sented only 14 per cent of total in- 
stalment financing. Moreover, while 
all but one city bank engaged in this 
type of lending, less than half of the 
country banks were extending such 
credit. The importance of repair and 
modernization loans in city banks is, 
in part, a by-product of the urban 
housing shortage which has necessi- 
tated continued use of older prop- 
erties. 

The lion’s share of country bank 
consumer instalment loans is in 
automobile paper. Amounting to 
$21.8 million in December 1948, this 
paper represented 45 per cent of total 
country bank instalment loans. In 
the city banks the amount outstand- 
ing was $14.6 million—a 19 per cent 
share of the total. The relatively 
greater importance of automobile 
paper in country areas presumably 
reflects less intense competition from 
nonbank lenders as well as less de- 
mand for other types of credit. 

Other retail instalment paper— 
which arises from instalment pur- 
chases of household appliances, furni- 
ture, jewelry, etc.—accounted for 28 
per cent of total instalment financ: 
ing in city banks and 20 per cent in 
country banks. Instalment cash loans 
—which generally are used for con- 
solidation of debts, medical expenses, 
taxes, etc.—represented close to one- 
tenth of city bank consumer instal- 
ment credit and about one-fifth in 
country banks. 


April Banking 
Developments 


ARCH tax collections, which cut 
sharply into private demand de- 
posits, and the seasonal rise in de- 
mand for farm credit, highlighted 
Ninth district member banking de- 
velopments this month. 


TOTAL LOANS increased $18 
million in March—$8 million in city 
member banks and $10 million in 
the country. Data for the 20 city 
banks suggest that the increase was 
concentrated in commercial, indus- 
trial, and agricultural loans. This 
spurt in Ninth district lending con- 
trasts with the rest of the nation, 
where commercial, industrial, and 








agricultural loans in reporting banks 
of leading cities persistently declined 
during March. 


Our divergence from the national 
trend reflects to a large extent the 
dominance of agriculture in this area. 
During March country banks moved 
into “productive” farm loans in a 
rather substantial way. In many cases 
this necessitated shifting previously 
acquired C.C.C. loans to city corre- 
spondent banks. Thus city bank loan 
totals were also boosted. 


TOTAL DEMAND DEPOSITS in 
all Ninth district member banks de- 
clined $58 million during March, 
with most of the drop occurring in 
deposits of individuals, partnerships, 
and corporations. Income tax pay- 
ments, which characteristically bulk 
around the March 15 deadline, were 
the major factor creating a drain on 
bank deposits. 


GOVERNMENT SECURITY HOLD- 
INGS of our district banks decreased 
$32 million this month as banks sold 
short-term governments to meet, in 
part at least, the withdrawal of de- 
posits. On the basis of the 20 weekly 
reporting banks, Treasury bills pre- 
sumably bore the brunt of the de- 
cline. In addition, certificate and 
bond portfolios were slightly reduced. 
To some extent, the shrinkage of bill 
and CI holdings resulted from Treas- 
ury cash redemptions of a portion of 
maturing issues. Such cash redemp- 
tions paid to commercial banks re- 
turned to the banking system some 
of the funds taken from it through 
tax collections. 


RESERVE POSITIONS of all Ninth 
district member banks were under 
heavy pressure, especially in the last 
half of March. Evidencing this was 
the decline in daily average excess 
reserves of $4.7 million from the last 
half of February to the last half of 
March. With a daily average of $26 
million, excess reserves in district 
member banks in the last half of this 
month were about $44, million less 
than those of a year ago. END 


oo 


*This table in part estimated. Data on loans 
and discounts, U. S. Government obligations, 
and other securities are obtained by reports 
directly from the member banks. Balances 
with domestic banks, cash items, and data on 
deposits are largely taken from semi-monthly 
reports which member banks make to the Fed- 
eral Reserve bank for the purpose of computing 
reserves. 

Reserve balances and data on borrowings 
from the Federal Reserve banks are taken di- 

‘ederal Reserve 


rectly from 

bank. Data on other borrowings are estimated. 
Capital funds. other assets, and the other lia- 
bilities are extrapolated from call l report data. 


NINTH FEDERAL RESERVE DISTRICT 


Assets and Liabilities of Twenty Reporting Banks 
(In Million Dollars) 


Feb. 23, 1949 


Real Estate Loans 
Loans on Securities. 
Other (largely consumer) Loans.... 113 


Total Gross Loans & Discounts $ 437 
5 
Total Net Loans & Discounts.. $ 432 
. S. Treasury Bills 
: : Treasury C. of I.’s.................. 
S 


. Treasury Notes 
. Government Bonds. 


Total U. S. Gov't Securities.... $ 612 


Cash and Due from Banks 
Miscellaneous Assets 


Due to Banks. 

Demand Deposits, Ind., Part., Corp. 
Demand Deposits, U. S. G 

Other Demand Deposits 


Total Demand Deposits 
Time Deposits 
Total Deposits 
Borrowings 
Miscellaneous Liabilities E 


Total Liabilities and Capital... $1,574 


Mar. 30, 1949 


$ 253 
63 

14 

115 


$ 445° 
5 


$ 440 


7 
131 
14 
444 


$ 596 


82 
411 
14 


14 
99 


$1,543 


Apr. 13, 1949 


85 
451 
14 


$1,591 


$ 257 
736 

36 

192 


$1,221 
257 
$1,478 
none 
14 

99 


$1,591 


Feb’ 23 Mar. 30 


Assets and Liabilities of All Ninth District Member Banks* 
(In Million Dollars) 


Feb. 23,1949 


ASSETS 


Loans and Discounts 

U. S. Government Obligations 
Other Securities 

Cash and Due from Banks & Res 


2,113 

Total Demand Deposits $2,392 
Time Deposits 941 
$3,333 

3 

20 

203 


Total Liabilities and Capital...... $3,559 


Mar. 30, 1949 


$ 903 
1,557 
199 
812 

28 


$3,499 
$ 273 
2,061 
$2,334 
940 
$3,274 
2 

19 

204 


$3,499 


Feb. 23, 1049 


Mar. 30, 1949 
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CONTRACTION IN 
BUSINESS ARRESTED 
Continued from Page 683, Column 3 


sonal variation reached a peak at the 
end of December of 335 per cent of 
the 1935 to 1939 average. At the 
end of March the index stood at 312 
per cent, which reflects a substantial 
amount of liquidation. This has re- 
sulted in fewer new orders which has 
held back the expansion in numerous 
manufacturing firms in this district. 


CONSTRUCTION TRENDS MIXED 

The valuation of building permits 
issued in March for the first time 
this year fell below the total for the 
corresponding month of 1948. For 
the first quarter, the total valuation, 


nevertheless, was three per cent 


larger than the former year. An ex- 
amination of the permits issued indi- 
cates that public building has held 
up the total. Schools, hospitals, 
churches, and community buildings 
have been appearing frequently. 
Residences, on the other hand, have 
decreased noticeably. 

Bank debits provide further evi- 
dence that the contraction in busi- 
ness has been arrested. The adjusted 
index rose from 307 per cent of the 
pre-war average for February to 314 
per cent for March. The debits for 


AGRICULTURAL AND BUSINESS CONDITIONS 


Sales at Ninth District Department Stores* 


% Mar. 1949 


Number of Stores 2 


% Jan.-Mar, 1949 
of Mar. 1948 Jan.-Mar. 1948 Inerease 


Total District 
Mpls., St. Paul, Dul.-Sup 
Country Stores 


Minnesota 


Red River Valley 
South Central 
Southeastern 
Southwestern 


North Dakota 
North Central 
Northwestern 
Red River Valley. 
Southeastern 
Southwestern 


Red River Valley-Minn. & N. D 


South Dakota 
Southeastern 
Other Eastern 
Western 


Wisconsin and Michigan 
Northern Wisconsin 
West Central Wisconsin 
Upper Peninsula Michigan 


61 


ms 
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1 Percentages are based on dollar volume of sales. 


2 March 1949 compared with March 1948. 


8 Not shown, but included in totals. Insufficient number reporting. 


133 cities in the district were eight 
per cent higher than last year. With 
federal income tax payments aggre- 


Food Processing and Wood Products 


Leading Industries 


~ THE past few years, occasional 
reference has been made to funda- 
mental economic changes taking place 
in the Ninth district. During the war, 
agriculture was rapidly mechanized, 
which released farm labor for the 
non-agricultural industries. As the 
war was fought, much of this surplus 
labor migrated to the war production 
centers on the Pacific coast or in the 
Chicago and Detroit areas. In 
the postwar years, manufacturing 
wholesaling, retailing, and the service 
industries have expanded fast enough 
to absorb most of the surplus labor 
in this region. 

From the information reported by 
employers to the Old Age and Sur- 
vivors Insurance Program, the Social 
Security Administration has compiled 
statistics which may be used as a 
basis for a description of the post- 


in 9th District 


war economy. The relative size of 
broad industry groups and of indus- 
tries within these groups as well as 
the size of business establishments 
can be readily deciphered from these 
tabulations. 

The Old Age and Survivors In- 
surance Program covers most of the 
wage and salaried workers in the 
economy.’ The employment covered 
under the Program in March 1947 
was estimated at 75 per cent of total 
wage and salary workers. The work- 
ers not covered were mostly govern- 
ment, railroad, domestic service and 
agricultural employees. 


DISTRIBUTION RIVALS 
MANUFACTURING 
IN IMPORTANCE 

That this district is primarily agri- 
cultural, but is becoming industrial- 


gating less this year, payments made 
for goods and services were mate- 
rially higher than in 1948. END 


ized in certain areas is reflected by 
the per cent of covered workers in 
manufacturing. On the Upper Penin- 
sula of Michigan over 47 per cent of 
the covered workers during the first 
quarter of 1947 were employed by 
manufacturing concerns as compared 
with 43 per cent for the nation as a 
whole. In the northwest 26 counties 
of Wisconsin, the proportion em- 
ployed in manufacturing was equal 
to the national average. In Minne- 
sota, this industry employed a third 


1The Social Security Act defines covered 
employment as services performed by a worker 
for an employer. The major exclusions from 
the Act are: self-employment; casual employ- 
ment not in the course of the employer’s trade 
or business; employment of a member of the 
employer’s family ; employment in agriculture, 
with minor exceptions; domestic service in 
a private home; employment by Federal, State, 
or local government, employment in certain 
types of non-profit organizations; railroad 
employment; and employment as a_ student 
nurse or interne. 

U. S. Department of Commerce, Business 
Establishment, Employment and Taxable Pay 
Rolls, Under Old Age and Survivors Insurance 
Program, Part I, p. 3. 
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of the covered workers. In the west- 
ern states, it accounted for less than 
20 per cent of the total, as may be 
observed in the accompanying table. 
Retail and wholesale trade, and 
the service industries, in terms of 
the labor they employ, are very im- 
portant businesses in this district, for 
they serve a large rural population. 
In some states over half of the cov- 
ered workers are employed in these 
businesses. For instance, in both 
North and South Dakota over one- 
third of the covered workers are 
employed in retail trade alone. 


The Covered I Employment by Percentage 
for the Ninth District and for 


Covered Employment 
by Industry 


ili 
f 
i 


user Pon. Minnesota M 


» 

w 

— 
wolf 
2 


MAIOALR OM 


Contin Construction 
Manufacturing 

Public Utilities 
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100.0 100.0 


1 Total may not add to 100.0 due to rounding and unclassified industries. 
Source: U. 8. Department of Commerce, Business Establishments, Employment and Taxable 
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FOOD PROCESSING 
LEADING INDUSTRY 

The type of manufacturing carried 
on in this district is revealed by list- 
ing the five industries in each state 
employing the largest number of 
covered workers. The manufacture 
of food and kindred products is first 
in three states and second in another 
one. Lumber and wood products is 
still an important industry in this re- 
gion by the number of workers em- 
ployed. In Montana it is in first 
place. The manufacture of all types 
of machinery, except electrical, and 
printing and publishing also employs 
large numbers of workers. 


Relative Importance of Selected Manufacturing Industries in 
States of the Ninth District 


Industry Michigan 3 Industry 
Motor vehicles and equipment 
Machinery, except electric 
Food and kindred products 
Chemicals and allied products 
Metal stamping 


Lumber and wood products 
Primary smelting 

Food and kindred products. 
Printing and publishing 
Stone, clay, glass. 


Food and kindred 

Printing and publishin 

Fabricating structural metal............ 
Products of petroleum and coal 
Stone, clay, glass. 


otal 
Food and kindred — 
Machinery, ae. electric... 
Printing and publishing 
Lumber and wood products 
Stone, clay, glass. 


Industry 


SMALL ESTABLISHMENTS 
PREVALENT IN THIS AREA 

It has long been known that this 
is a region of small business establish- 
ments. These statistics add some in- 
formation on the number of workers 
employed by business concerns. For 


Total 

Food and kindred 
products 

Printing and 
publishing 

Lumber and wood 
products 

Machinery, except 
electric 

Stone, clay, glass 


electrical 

Food and kindred 
products 

Motor vehicles and 
equipment 

Paper and allied 
products 


Electric machinery... 


Machinery, except 
electric 

Food and kindred 
products 

Textile mill products 

Apparel, fabrics 

Electric machinery.. 


example, in North and South Dakota, 
and Wisconsin, over 60 per cent of 
the firms employing labor employ 
only three workers or less. The table 
indicatés that a relatively small num- 
ber of firms employ 20 or more 
workers. END 


1 These percentages are based on figures for the entire state. 
Source: United States Department of Commerce, Business Establishments, Employment and 
Taxable Pay Rolls. 


Size of Establishments Measured by Number of Employees 
In Per Cent 


£ 


4-7 8-19 


22.4 12.9 
22.2 12.5 
22.1 11.9 
21.9 10.5 
23.1 108 t 
20.1 11.1 100.0 

20.8 13.3 100.0 2,512,280 
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NEW PLAN PROMISES 
HIGHER FARM SUPPORT 
Continued from Page 681, Column 3 


servation farming practices. 

In addition, the farmer must com- 
ply with acreage and marketing quo- 
tas when applied in order to be eligi- 
ble for assistance. 


SUPPORTS SUGGESTED FOR 
FAMILY-SIZED FARMS ONLY 

Still another important feature is 
the suggestion made in the original 
proposal to limit price support to 
family-sized farms. This was to be 
accomplished by limiting support to 
1800 production units per farm. A 
production unit is 10 bushels of corn 
or its price equivalent in terms of 
other commodities. 


Quantity Equivalent to 
One Production Unit 


10.0 bushels 


21. 82 pounds 


ory 


A farmer might fli out any com- 
bination of enterprises he chooses, 
but he is eligible for support on only 
1,800 units worth of farm products. 
A producer of wheat would be eligi- 
ble for price support on only 13,986 
bushels, if he raised wheat only or if 
he chose to use wheat as the entire 
production unit base. 

The difficulty of administering 
maximum supports and the fact only 
2% of farms exceed 1,800 produc- 
tion units may eventually eliminate 
this provision for consideration. In 
fact, Secretary Brannan is reported to 
have backed’ away from it already. 


January-February Cash Farm Income’ 
(Thousands of Dollars) 


1935-1939 - 
Average 


$ 49,432 

10,311 

South Dakota 15,197 
Montana 8,396 
Ninth District * 94,875 
United States 1,106,413 


1948 1948 


$ 217,804 $ 184,123 
101,462 61,088 
102,949 86,808 

49,498 40,135 
512,652 406,993 
4,377,390 4,134,793 


Data from The Farm Income Situation, March 1949. 
2 Includes 15 counties in Michigan and 26 counties in Wisconsin. 


Average Prices Received by Farmers, Ninth District* 


March 15 
Commodity and Unit 1937-41 Avg. 


Crops 
Wheat, bushel 
Corn, bushel 
Oats, bushel 
Potatoes, bushel 
Livestock and Livestock Products 
Hows; 100. 300..:...-.--.--j.2:s.3 i 
Beef Cattle, 100 Ibs. 
Veal Calves, 100 lbs 


Wool, Ib. 

Milk, ever. 100 Ibs 

Butterfat, 1 

Chickens, live, BS pasgittveccekscsovinanc 1118 
I RS ssc catcctissaynctegeonte 153 


the commodity in the base period, 1910-14 


It is important, however, in that it 
indicates official thinking in terms of 
support for family-sized farms, and 
it may point in the direction of farm 
programs of the future. 


MIXED REACTIONS TO 
PROPOSED NEW PLAN 


In conclusion, it should be empha- 
sized that this plan, at the present 
writing, is only a proposal. It may or 
may not be enacted into law. If it is, 
it may undergo considerable change 
and modification. 

Currently, however, it does have 
considerable appeal to the farmer, 
who feels he is entitled to price and 
income support. It has great appeal 


Parity Prices * 
wont 15 Mareh 15 


1949 In Per Ce 
of 1948 


United ‘ 
948 1949 March 15, 1949 


$ 2.17 
1.58 


1.80 


; 17.90 

19.35 13.30 

3. 24.67 16.60 
19.60 22.80 14.50 


- 41 52 450 7 


4.15 3.03 3.94 


982 


85 67 647 
‘198 261 280 
“374 373 529 


* Data compiled from USDA Agricultural Prices, March 29, 1949. 


1 The term parity as applied to the price of an agricultural commodity is that price h 
will give to the commodity a eres power equivalent to the average purchasing power 4 f 


also to the labor-consumer groug 


who see in it a chance for lower foe 
prices. 


Some of the incige farm organiza 


tions oppose the proposal because it 


appears to them to fasten even more 


regimentation on agriculture. On t 


other hand, at least one importa 


farm organization has put its s 
of approval on it. 


The taxpayer, however, sees in tht 


proposal the prospects of even hig h 
er subsidies of a more or less pern 


* és 


nent character. He recognizes t 
the costs are likely to be measured in 
terms of many billions of dollars a 
nually, especially in periods of 


favorable economic activity. 








